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The AICPA Professional Ethics
Executive Committee has issued
an exposure draft that proposes a
revision to Interpretation 101-1
under Rule 101—Independence,
and exposed for comment the
Conceptual Framework for AICPA
Independence Standards.
Under the proposed revision to the “Other
Considerations” section of Interpretation 101-1,
a member would use the risk-based approach
described in the Conceptual Framework for
AICPA Independence Standards to comply
with the current requirement in this section that
a member consider relationships between a
member and his or her client, not specifically
addressed by the Code, to assess whether any
relationship “would lead a reasonable person
aware of all the relevant facts to conclude that
there is an unacceptable threat to the member’s
and the firm’s independence.” Because all
members would be required to use the
Conceptual Framework to address such situa
tions, it would be included in the Code as an
authoritative document. However, under no cir
cumstances could members use the Conceptual

Framework to overcome specific
prohibitions or requirements con
tained in the independence inter
pretations and rulings in the
Code.
Further, when a threat to
independence is not at an acceptable level,
thereby requiring the application of safe
guards, members would be required to docu
ment that threat and the safeguards applied to
eliminate it or reduce it to an acceptable level.
A failure to prepare the documentation would
be considered a violation of Rule 202—
Compliance with Standards, but would not
cause an independence impairment provided
the member can demonstrate that he or she did
apply safeguards to eliminate the unacceptable
threat or reduce it to an acceptable level.
Comments are due by Dec. 16, and
should be sent to Lisa A. Snyder,
Director-Professional Ethics Division, at:

professional

ethics

lsnyder@aicpa.org
The ED can be found at:
www.aicpa.org/download/ethics/2005_
0915_ed_Intl01-l.pdf

H

Proposed Standards for Indemnification/Limitation of Liability
Provisions and Forensic Accounting Services
A PEEC omnibus ED proposes two new interpretations under Rule 101—Independence.
The first proposal would address the impact that certain indemnification and limitation of
liability provisions may have on a member’s independence when included in engagement letters
or other agreements entered into with a client. Under the proposal, certain indemnification and
limitation of liability provisions in connection with an attest engagement are considered to pose
an unacceptable threat to a member’s independence. An example would be when the member
seeks to limit or eliminate his or her liability with respect to actual damages arising from the
member’s negligence or the client’s negligence. Other provisions would not impair indepen
dence, such as when a member seeks to limit or eliminate his or her liability arising from the
client’s knowing misrepresentation, willful misconduct or fraudulent behavior. The proposed
interpretation also provides guidance on arrangements whereby a member and client agree to
continued on page A2
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use. arbitration, mediation or other alternative dispute resolution
methods to resolve a dispute between them, or an agreement to
waive a jury trial.
The second proposal would cover the impact that the provision
of litigation and forensic accounting services would have on a
member’s independence with respect to his or her attest clients.
Under the proposal, forensic accounting services consist of (1) liti
gation services and (2) investigative services. Litigation services are
further categorized as expert witness services, consulting services
and other services, such as serving as a court appointed expert, spe

Ethics Interpretation 101-15 on
Financial Relationships
The AICPA Professional Ethics Executive
Committee has adopted a new ethics inter
pretation, 101-15—Financial Relationships,

AICPA
cial master, trier of fact, referee, arbitrator or mediator. The pro
posed interpretation also provides guidance on the provision of
client advocacy services and fact witness testimony.
Comments are due by Dec. 16, and should be sent to Lisa A.
Snyder, Director-Professional Ethics Division at:

lsnyder@aicpa.org
The ED can be found at:

www.aicpa.org/download/ethics/2005_0915_ed_Indemn.pdf

under Rule 101—Independence (AICPA,
Professional Standards, vol. 2, ET sec.
101.01), that defines financial interest,
direct financial interest and indirect finan
cial interest as used in ethics interpreta
tion 101-1, and provides guidance to

FASB Investor Task Force
The Financial Accounting Standards Board has launched its
FASB
Investor Task Force (ITF), an advisory resource that will pro
vide the board with sector-specific insight and expertise from
the professional investment community on relevant account
ing issues.
The ITF is composed of the nation’s largest institutional asset
managers, including The Capital Group Companies, Fidelity
Investments, Mellon Financial Corporation, Putnam Investments, T.
Rowe Price and Wellington Management. Together, these institu
tions and their affiliates maintain more than $3 trillion in assets
under management, the board noted.
Enhancing Participation

The FASB said that its establishment of ITF represents the latest in
a series of steps designed to enhance participation of investors and
other users of financial information in the standard setting process.
In 2003, the FASB established the User Advisory Council (UAC)
which includes representation from individual and institutional
investors, equity and debt analysts, lenders and credit agencies. The
UAC serves as a resource to the FASB both in formulating its tech
nical agenda and in advising on specific agenda projects. Investors
are also represented on the Financial Accounting Standards
Advisory Council, FASB’s Emerging Issues Task Force and in
FASB’s project resource groups.
The FASB also noted that it regularly holds public meetings,
conducts round tables, issues proposals for public comment and
takes other measures to try to ensure that its standards reflect the
views and perspectives of all of its constituents.
ITF: Specific Sector Expertise

According to the FASB, ITF member firms will each provide an
institutional contact point—typically the director of research—who
will identify industry-specific analysts at their respective firms that

members on determining whether finan
cial interests should be considered direct
or indirect financial interests.
www.aicpa.org/members/div/ethics/
recent_interp_rulings.htm

H

match the sector requirements of each standard-setting initia
tive. For example, if an issue on the FASB’s agenda relates to
the oil industry, the ITF, as appropriate, would appoint an oil
update
and gas analyst to advise the board and staff from at least one
of the ITF member firms.
“We are delighted with the formation of the ITF, which
will provide us with valuable sector-specific insight from the pro
fessional investment community,” said FASB Chairman Bob Herz.
“We thank the ITF member firms for their commitment to this
important initiative and encourage other institutions to participate in
our due process.”
The FASB expected to conduct its first ITF research session in
Oct.

Some Estimated Tax Payments Lost
The Internal Revenue Service is alerting taxpayers in 13 states
that about 30,000 estimated tax payments sent to a San
Francisco post office box in early Sept. were lost in the after
math of a traffic accident.
Taxpayers who may be affected include:
• Residents of Alaska, Arizona, California, Hawaii, Idaho,
Montana, Nevada, Ohio, Oregon, Utah, Virginia,
Washington and Wyoming.
• Anyone who mailed an IRS tax payment to the IRS San
Francisco post office box between Sept. 1 and Sept. 11.
The IRS estimates that approximately 30,000 of the esti
mated 45,000 tax payments on board the vehicle involved in
the accident—mostly Form 1040-ES quarterly estimated tax
payments—are not recoverable.
The IRS asked potentially affected taxpayers whose
checks have not cleared their banks to contact the Service at:

800/829-1040

Published for AICPA members in large firms. Opinions expressed in this supplement do not necessarily reflect policy of the AICPA.
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Anita Dennis, supplement editor
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IRS Account Resolution Tools
How does the Internal Revenue Service help practi
tioners sort through account issues? According to a
recent Tea Talk Today Webcast sponsored by the IRS,
these tools include more traditional options, such as
phone and fax, as well as the newer e-services. The
Webcast panel also examined issues relating to the
power of attorney as it applies to IRS account resolution tools.
The panelists noted that along with mail and fax, there are two
more immediate ways to get in touch with the IRS:
• Practitioner Priority Service. Using a toll-free number—
866/860-4259—CPAs can directly contact IRS staff. This phone
service is available from 7:30 a.m. to 6:30 p.m. local time, with
extended hours during the filing season. While the service cannot
be used for accounts already assigned to an examiner or sent to
collections, customer service representatives can provide the
examiner’s name and contact information for those accounts,
which can help to expedite the process.
“It’s the place of first contact for tax practitioners. It’s not for
their clients,” said Susan W. Carroll, IRS deputy director, Accounts
Management, Wage and Investment Division. “We’ve been able to
staff this with highly skilled and specially trained assisters who can
understand the unique needs of practitioners.”
• Electronic Account Resolution, on the other hand, accepts sub
missions and provides responses via e-mail, which the practi
tioner can then print and keep on file. To use this and other IRS
e-services, tax practitioners must register with the IRS as an
Electronic Returns Originator and must file at least five elec
tronic tax returns per year. Because Electronic Account
Resolution is available online, it is accessible 24 hours a day.
The electronic option also provides a tracking number that
allows the practitioner to contact the same person via e-mail for
45 days, avoiding frustrating repetition.
“You’ll never really find yourself in that loop where you have

to explain the same situation over and over and over to different
people, because one person is dedicated to resolving that issue,”
said Kim Carlos, IRS senior policy analyst, Business Strategy and
Architecture Office.
In addition to Electronic Account Resolution, other
IRS services available online include filing disclosure
authorizations (Forms 2848 and 8821) and transcript
delivery service, an increasingly popular feature.

webcast

IRS Oversight Board
Commends Katrina
Response and
Progress on
Modernization
At a recent meeting, the IRS Oversight
Board commended the IRS for its perfor
mance in assisting taxpayers following
Hurricane Katrina and pointed to the
importance of the agency’s critical infra
structure in providing such a high level of
service to the victims. The board also
praised the IRS for its continued progress
on its Business Systems Modernization
program, which the board said is meeting
almost all of its delivery dates and cost tar

Easier Access

The panelists said that whether paper or electronic, the tools offered
by the IRS are most helpful to the tax practitioner who has procured
the correct disclosure authorization—either a checked box on the
specific return, authorizing the practitioner to discuss processing
issues only for that return for one year from its due date; a tax infor
mation authorization (Form 8821); or a power of attorney (Form
2848). The Tax Talk Today panel recommended that practitioners
use the power of attorney whenever possible because of the broader
scope such authorization provides. And, while a practitioner can file
a power of attorney online, the experts admit that most are handled
by phone and fax.
When dealing with powers of attorney, tax practitioners should
keep in mind that most states have their own specific forms and will
not accept a federal power of attorney. Filing errors create another
avoidable yet persistent pitfail for the tax pro, the panelists said, but
electronic filing options help to alleviate the most common mis
takes: missing signatures and other omissions.
A full transcript of the Webcast, “Tools to Resolve Accountrelated Issues,” can be found at:
www.taxtalktoday.tv/index.cfm?pgname=5.71

In addition, practitioners will also find information on the Oct.
Webcast, “Hurricane Katrina Tax Relief Provisions & Form 1099
Update,” at:
www.taxtalktoday.tv

gets for fiscal year 2005.
IRS Oversight Board Chairman
Raymond Wagner Jr. said, “The IRS
is to be applauded for getting out of
the blocks quickly and getting ahead
of the problem. Even though many
of its own facilities in the affected
area were damaged and employees
dislocated, the IRS was able to work with
the Federal Emergency Management
Agency and other agencies, practitioners
and stakeholder groups to provide a much
needed coordinated tax administration
response to the disaster.”
The board said that IRS actions in
response to Hurricane Katrina included
granting tax filing and payment relief to all
affected taxpayers until Feb. 28, 2006. It
also assigned thousands of employees to

augment the FEMA call registration site
and established its own special toll-free dis
aster number and a special section of
IRS.gov. The AICPA partnered with the
IRS to provide assistance to taxpayers at
local FEMA disaster recovery centers. CPA
volunteers joined IRS employees to staff
disaster recovery centers servicing some of
the areas affected by Hurricane Katrina.
Although the statistics are being
updated, as of early Oct., the IRS had:
• Answered over 749,000 registration calls
for FEMA.
• Staffed 40 sites in 11 states and the
District of Columbia, with employees
who distribute Disaster Relief Kits, pro
vide copies of taxpayer account informa
tion and previously filed tax returns, and
assist taxpayers with filing claims or
continued on page A4
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continuedfrom page A3—IRS Oversight Board
amended returns. Disaster Relief Kits
assistance site, the IRS needs these critical
have also been provided to over 600
physical assets to do its job at a high level.
non-FEMA sites, such as those run by
You need the proper infrastructure and the
American Red Cross and churches.
right tools to support them. We must ensure
• Answered over 32,000 calls on the spe
that this essential part of the IRS is kept in
cial IRS toll-free line for affected tax
top working order and up-to-date.”
payers.
BSM Reports Continued Progress
• Filled orders for over 173,000 Disaster
The board also expressed satisfaction with
Relief Kits.
“From the briefings we received from
the progress that is being achieved on the
the IRS, it became abundantly clear that the
IRS’ Business Systems Modernization pro
gram. For example, the board was told that
agency’s investments in infrastructure
played a key role in helping the IRS pro the Customer Account Data Engine—the
new database that will maintain all taxpayer
vide these services at such a crucial time,”
Wagner observed. “Whether it’s an actual
records—will meet its FY 2005 delivery
call center receiving hundreds of inquiries,
schedule and has begun to process some tax
or an employee having a laptop at a disaster
returns. E-services, which promote practi

FAF Appointments

update Rick Anderson, chairman of Moss Adams LLP,
news
has been appointed to the Financial Accounting
Foundation Board of Trustees. He replaces
Judith O’Dell, president of O’Dell Valuation Consulting LLC,
whose term recently expired.
The FAF is responsible for the oversight, administration and
finances of both the Financial Accounting Standards Board and
the Governmental Accounting Standards Board.
Anderson has been with Moss Adams since 1973, spending
his career in the firm’s Seattle and Yakima, Wash., offices and
providing audit and consulting services to manufacturing, agri
cultural and food processing entities. He has served on several
AICPA task forces and is currently serving a three-year term on
the AICPA Council.
The FAF also announced the reappointments of several
trustees to new three-year terms, including that of Robert E.
Denham, partner in the Los Angeles-based law firm of Munger,
Tolles & Olson LLP, as chairman of the foundation. An attorney
and former investment banking leader, Denham has served as
FAF chairman since January 2004.
Other FAF trustee reappointments include:
• Douglas R. Ellsworth (secretary and treasurer of FAF), direc
tor of finance, Village of Schaumburg, Ill.
• Lee N. Price, president and CEO, Price Performance
Measurement Systems, Inc.
• Barbara H. Franklin, president and CEO, Barbara Franklin
Enterprises.
• Duncan M. McFarland, former chairman and CEO,
Wellington Management Company.
Additional FAF trustees include:
• Frank C. Minter (vice-president, FAF), retired vice-president
and chief financial officer, AT&T International.
• Philip D. Ameen, vice-president and comptroller, General
Electric Company.
• William H. Hansell, executive director emeritus, International

tioner use of electronic transactions with
the IRS, is also meeting its delivery dates,
as is Modernized e-File, which will elimi
nate many of the barriers to e-File growth,
the board reported.
“The IRS is to be commended for
turning around a troubled program,”
Wagner said. “We like what we are seeing
and hearing. However, years of hard work
lie ahead and the IRS cannot afford to be
complacent. It needs to continue to apply
the same focused and deliberate action
that has gotten BSM back on track and
delivering benefits to taxpayers and
greater efficiencies to the IRS. The board
will continue its vigorous oversight and
support of the program.”

City/County Management Association.
• Richard D. Johnson, former auditor of state, Iowa.
• Edward W. Kelley, Jr., former governor, Federal Reserve
System.
• James H. Quigley, CEO, Deloitte & Touche USA LLP.
• Ned V. Regan, university professor, The City University of
New York.
• Paul C. Wirth, global controller, Morgan Stanley.
New FAF President

The FAF board appointed Robert J. DeSantis, CPA, as president
and chief operating officer. According to the FAF, DeSantis has
held senior executive positions in large and small, public and pri
vate companies in both competitive and regulated environments.
During the past five years, he served as chief financial offi
cer of DSL.net, Inc., a nationwide provider of broadband com
munications services, and as executive vice president of Tellium,
Inc., which developed optical switching equipment for the
telecommunications industry. Before that, he held executive posi
tions, including chief financial officer, vice-president and trea
surer, with Citizens Communications Company for 15 years.
Prior to that, he served in a number of financial and legal capaci
ties with GTE Corp. and KPMG Peat Marwick.

Write CPA Letter Articles, Receive CPE Credit
The CPA Letter public practice supplements encourage readers
to share information and experiences through bylined articles on
subjects of interest to your fellow CPAs in public practice. If the
topic fits our editorial calendar and your article is featured, you
may claim continuing professional education credits for the time
you spent preparing the article (in accordance with the Joint
AICPA/NASBA Statement on Standards for Continuing
Professional Education, revised as of Jan. 1,2002). The first step
is to submit article topics for approval to:

adennis@aicpa.org

